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$EVWUDFW

7KH�LQFUHDVH�LQ�ERWK�WKH�QXPEHU�RI�EDQN��DQG�WKULIW��PHUJHUV�DQG�WKH�QXPEHU�RI�GH�QRYR
HQWULHV�KDV�OHG�WKH�SUHVV�WR�VSHFXODWH�WKDW�WKHVH�DUH�LQWHUUHODWHG���6SHFLILFDOO\��WKH�PHGLD
KDYH�VXJJHVWHG�WKDW�RXW�RI�PDUNHW�DFTXLVLWLRQV�FDXVH�GH�QRYR�HQWU\���7KLV�SDSHU�H[DPLQHV
WKH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\�DW�WKH�LQGLYLGXDO�PDUNHW�OHYHO�DQG�VSHFLILFDOO\�WHVWV�WKH
K\SRWKHVLV�WKDW�³RXW�RI�PDUNHW�DFTXLVLWLRQV�OHDG�WR�GH�QRYR�HQWU\�LQWR�WKDW�PDUNHW�´��7KLV
VWXG\�GLIIHUV�IURP�WKH�HDUOLHU�OLWHUDWXUH�RQ�WKH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\�LQ�VHYHUDO
UHVSHFWV������%DQNV�DQG�WKULIWV�DUH�WUHDWHG�DV�IXOO�FRPSHWLWRUV�DQG�LQFOXGHG�LQ�WKH
HPSLULFDO�ZRUN�������7KH�WLPH�IUDPH�H[DPLQHG�LV�����±����D�SHULRG�RI�UHFRUG�HDUQLQJV�IRU
EDQNV�DQG�WKULIWV�������7KH�GDWD�IRU�QHZ�FKDUWHUV�KDYH�EHHQ�VFUXEEHG�VR�WKDW�RQO\�³WUXH´�GH
QRYR�HQWUDQWV�DUH�LQFOXGHG�LQ�WKH�HPSLULFDO�ZRUN���$�WKHRUHWLFDO�IUDPHZRUN�IRU�GH�QRYR
HQWU\�LV�GHYHORSHG��DQG�ORJLW�DQDO\VLV�LV�DSSOLHG�WR�DOO�06$V�IRU�WKH�WKUHH�\HDU�SHULRG�
7HVWV�KDYH�DOVR�EHHQ�SHUIRUPHG�WR�VHH�ZKHWKHU�GLIIHUHQFHV�LQ�FKDUWHULQJ�SKLORVRSK\
EHWZHHQ�IHGHUDO�DQG�VWDWH�UHJXODWRUV�LQIOXHQFHG�GH�QRYR�HQWU\�GHFLVLRQV�


��7KH�DXWKRUV�ZRXOG�OLNH�WR�WKDQN�&KULVWRSKHU�5LFKDUGVRQ��5REHUW�'H<RXQJ��DQG�/DUU\
:DOO�IRU�WKHLU�KHOSIXO�FRPPHQWV��DQG�5RELQ�+HLGHU�IRU�UHVHDUFK�DVVLVWDQFH���7KH�YLHZV
H[SUHVVHG�DUH�WKRVH�RI�WKH�DXWKRUV�DQG�QRW�QHFHVVDULO\�WKRVH�RI�WKH�)HGHUDO�'HSRVLW
,QVXUDQFH�&RUSRUDWLRQ�
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,QWURGXFWLRQ

'XULQJ�WKH�����V�DQG�HDUO\�����V�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\�XQGHUZHQW�D

PDMRU�UHVWUXFWXULQJ���:LWK�WKH�VWHDG\�ULVH�LQ�EDQN�DQG�WKULIW�IDLOXUHV��WKH�DQQXDO�QXPEHU�RI

QHZ�EDQN�DQG�WKULIW�FKDUWHUV�GHFOLQHG�VWHDGLO\��JRLQJ�IURP�D�SHDN�RI�����LQ������WR�D�ORZ

RI����LQ��������'XULQJ�WKH�SDVW�VHYHUDO�\HDUV��KRZHYHU��QHZ�FKDUWHUV�IRU�EDQNV�DQG�WKULIWV

KDYH�ULVHQ�VLJQLILFDQWO\������EDQNV�DQG�WKULIWV��ZLWK�LQLWLDO�TXDUWHU�HQG�DVVHWV�RI����

ELOOLRQ��ZHUH�FKDUWHUHG�RYHU�WKH�SDVW�WKUHH�\HDUV���7KLV�GUDPDWLF�LQFUHDVH�LQ�QHZ�FKDUWHUV

KDV�RFFXUUHG�GXULQJ�D�SHULRG�ZKHQ�WKHUH�KDV�EHHQ�FRQVLGHUDEOH�FRQVROLGDWLRQ�LQ�WKH

EDQNLQJ�LQGXVWU\���:LWK�WKH�HQDFWPHQW�LQ������RI�WKH�5LHJOH�1HDO�,QWHUVWDWH�%DQNLQJ�DQG

%UDQFKLQJ�(IILFLHQF\�$FW��WKH�EDUULHUV�WR�LQWHUVWDWH�EDQNLQJ�DOO�EXW�GLVDSSHDUHG���7KLV�KDV

JLYHQ�ULVH�WR�D�VSDWH�RI�DFTXLVLWLRQV�E\�ODUJH�UHJLRQDO�EDQNLQJ�RUJDQL]DWLRQV�RI�EDQNV�LQ

VWDWHV�RWKHU�WKDQ�WKRVH�ZKHUH�WKH�DFTXLUHUV�ZHUH�EDVHG�

7KH�FRQIOXHQFH�RI�WKH�LQFUHDVH�LQ�WKH�DJJUHJDWH�QXPEHU�RI�GH�QRYR�EDQNV�DQG�WKH

PHUJHU�ZDYH�VZHHSLQJ�WKH�ILQDQFLDO�VHUYLFHV�VHFWRU�KDV�JLYHQ�ULVH�WR�VSHFXODWLRQ�LQ�WKH

SRSXODU�SUHVV�WKDW�WKH�WZR�WUHQGV�DUH�UHODWHG���6RPH�FRPPHQWDWRUV�KDYH�VSHFXODWHG�WKDW

ERUURZHU�KRVWLOLW\�WRZDUG�ODUJH�RXW�RI�PDUNHW�DFTXLUHUV�KDV�OHG�WR�WKH�FUHDWLRQ�RI�QHZ

EDQNV��ZKLOH�RWKHUV�KDYH�DWWULEXWHG�WKH�WUHQG�WR�D�VXUSOXV�RI�H[HFXWLYHV�ZKR�KDYH�EHHQ

GLVSODFHG�E\�FRVW�FXWWLQJ�UHVXOWLQJ�IURP�PHUJHU�WUDQVDFWLRQV����([DPSOHV�RI�WKH�ODWWHU�W\SH

RI�SUHVV�DUH�=HOOQHU�>����@��0XUUD\�>����@��DQG�*LOODQ�>����@����:KLOH�WKHVH�DUJXPHQWV

PD\�EH�LQWXLWLYHO\�DSSHDOLQJ��WKH\�DUH�QRW�EDVHG�RQ�ULJRURXV�DQDO\VLV��QRU�DUH�WKH\�PDUNHW
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VSHFLILF���$�PRUH�IXOO\�VSHFLILHG�PRGHO�RI�HQWU\�PXVW�EH�GHYHORSHG�WR�WHVW�IRU�WKH�HIIHFW�RI

PHUJHU�DFWLYLW\�RQ�HQWU\�EHKDYLRU�

3ULRU�VWXGLHV�KDYH�ORRNHG�DW�GH�QRYR�EDQNV�IURP�YDULRXV�SHUVSHFWLYHV���,Q�WKH

HDUO\�����V�VHYHUDO�HPSLULFDO�VWXGLHV�H[DPLQHG�GH�QRYR�HQWU\�IURP�WKH�SHUVSHFWLYH�RI�WKH

LVVXHV�VXUURXQGLQJ�PHUJHU�DQDO\VLV�DQG�EDQN�KROGLQJ�FRPSDQ\�H[SDQVLRQ��DQG

VSHFLILFDOO\�ORRNHG�DW�WKH�OLNHOLKRRG�RI�SRWHQWLDO�FRPSHWLWLRQ�����2WKHU�VWXGLHV��VXFK�DV

WKRVH�E\�'H<RXQJ�DQG�+DVDQ���������������+XQWHU�DQG�6ULQLYDVDQ���������0F&DOO�DQG

3HWHUVRQ���������DQG�5RVH�DQG�6DYDJH���������KDYH�IRFXVHG�RQ�WKH�SHUIRUPDQFH�RI�GH

QRYR�EDQNV����5HFHQWO\�UHVHDUFKHUV�KDYH�ORRNHG�DW�VSHFLILF�FUHGLW�DOORFDWLRQ�LVVXHV��H�J��

VPDOO�EXVLQHVV�OHQGLQJ��DV�WKH\�UHODWH�WR�GH�QRYR�EDQNV��

7KLV�VWXG\�RI�WKH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\�GLIIHUV�IURP�SUHYLRXV�RQHV�LQ

VHYHUDO�NH\�UHVSHFWV���)LUVW��VLQFH�WKH�FRPSHWLWLYH�RYHUODS�EHWZHHQ�FRPPHUFLDO�EDQNV�DQG

WKULIW�LQVWLWXWLRQV�KDV�JURZQ�WR�WKH�SRLQW�WKDW�WKH\�DUH�HIIHFWLYH�FRPSHWLWRUV�LQ�ORFDO

PDUNHWV��HQWU\�E\�ERWK�EDQNV�DQG�VDYLQJV�DQG�ORDQ�DVVRFLDWLRQV�LV�LQFOXGHG���6HFRQG��WKH

SHULRG�IURP������WKURXJK������LV�VHOHFWHG�IRU�VWXG\�VLQFH�LW�FRYHUV�D�WLPH�IUDPH�DIWHU�WKH

EDQN�DQG�WKULIW�FULVHV D�SHULRG�LQ�ZKLFK�EDQNV�DQG�WKULIWV�HQMR\HG�UHFRUG�HDUQLQJV�

7KLUG��ZKLOH�RWKHU�UHVHDUFKHUV�KDYH�XVHG�WKH�QXPEHU�RI�QHZO\�FKDUWHUHG�EDQNV�DV�D

PHDVXUH�RI�WKH�QXPEHU�RI�GH�QRYR�LQVWLWXWLRQV��D�FORVH�H[DPLQDWLRQ�RI�WKH�GDWD�LQGLFDWHV

WKLV�LV�QRW�DSSURSULDWH���$�QXPEHU�RI�QHZO\�FKDUWHUHG�LQVWLWXWLRQV�DUH�VSHFLDO�SXUSRVH

DIILOLDWHV�RI�H[LVWLQJ�LQVWLWXWLRQV���6SHFLILFDOO\��D�ODUJH�QXPEHU�DUH�FUHGLW�FDUG�EDQNV�RU

ILQDQFH�FRPSDQ\�RSHUDWLRQV���,Q�DGGLWLRQ��VRPH�RI�WKH�QHZO\�FKDUWHUHG�LQVWLWXWLRQV�ZHUH

������������������������������ ����������������������������
��6HH��IRU�H[DPSOH��*LOEHUW��������DQG�+DQZHFN���������
��6LPLODU�VWXGLHV�RI�WKH�SHUIRUPDQFH�RI�GH�QRYR�VDYLQJV�DQG�ORDQV�ZHUH�GRQH�E\�+XQWHU��9HUEUXJJH��DQG
:KLGEHH��������DQG�/LQGOH\��9HUEUXJJH��0F1XOW\��DQG�*XS��������
��([DPSOHV�RI�WKLV�OLWHUDWXUH�DUH�*ROGEHUJ�DQG�:KLWH��������DQG�'H<RXQJ��*ROGEHUJ��DQG�:KLWH��������
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FUHDWHG�E\�H[LVWLQJ�LQVWLWXWLRQV�WR�SXUFKDVH�EUDQFKHV�RI�IDLOHG�VDYLQJV�DQG�ORDQV�IURP�WKH

5HVROXWLRQ�7UXVW�&RUSRUDWLRQ�RU�IURP�RWKHU�EDQNLQJ�RUJDQL]DWLRQV���+HQFH��WKH�GH�QRYR

HQWU\�GDWD�XVHG�LQ�WKLV�DQDO\VLV�VHSDUDWH�GDWD�RQ�WUXH�GH�QRYR�HQWU\�IURP�RWKHU�VWUXFWXUH

GDWD���/DVW��WKLV�VWXG\�VSHFLILFDOO\�WHVWV�WKH�K\SRWKHVLV�WKDW�PHUJHU�DFWLYLW\�HQFRXUDJHV�GH

QRYR�HQWU\���,W�DOVR�H[DPLQHV�ZKHWKHU�WKHUH�KDV�EHHQ�D�VLJQLILFDQW�GLIIHUHQFH�LQ�WKH

GHWHUPLQDQWV�RI�HQWU\�EHWZHHQ�IHGHUDOO\�FKDUWHUHG�EDQNV�DQG�WKULIWV�DQG�VWDWH�FKDUWHUHG

LQVWLWXWLRQV�GXULQJ�WKH�PLG�����V�

7KH�QH[W�VHFWLRQ�H[DPLQHV�UHFHQW�WUHQGV�LQ�GH�QRYR�H[SDQVLRQ���7KH�VXEVHTXHQW

VHFWLRQ�UHYLHZV�WKH�SULRU�OLWHUDWXUH�RQ�WKH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\�LQ�EDQNLQJ���7KHQ

FRPH�WZR�VHFWLRQV�SUHVHQWLQJ�����WKH�EDVLF�PRGHO�WKDW�VHUYHV�DV�WKH�IUDPHZRUN�IRU�WKH

HPSLULFDO�ZRUN�DQG�����WKH�UHVXOWV�DQG�WKH�HPSLULFDO�WHFKQLTXHV�XVHG���&RQFOXVLRQV�DUH

SUHVHQWHG�LQ�WKH�ODVW�VHFWLRQ�

5HFHQW�7UHQGV�LQ�%DQN�DQG�7KULIW�'H�1RYR�([SDQVLRQ

,Q�WKH�HDUO\�����V�QHZ�HQWUDQWV�LQWR�WKH�EDQN�DQG�WKULIW�LQGXVWULHV�HQFRXQWHUHG

PDUNHWV�XQGHUJRLQJ�UDSLG�FKDQJH���$V�WKH�FRQGLWLRQV�RI�WKH�LQGXVWULHV�ZHDNHQHG�LQ�WKH

PLG�����V��WKH�QXPEHU�RI�QHZO\�FKDUWHUHG�LQVWLWXWLRQV�SHDNHG�DW�����LQ�������VHH

WDEOH�����SULPDULO\�EHFDXVH�RI�WKH�FRQYHUVLRQ�RI�XQLQVXUHG�VWDWH�FKDUWHUHG�LQVWLWXWLRQV�WR

IHGHUDOO\�LQVXUHG�WKULIWV���:KLOH�DJJUHJDWH�GDWD�SRUWUD\HG�DQ�LQGXVWU\�ZLWK�D�UHWXUQ�RQ

HTXLW\�LQ�H[FHVV�RI����SHUFHQW��WKHUH�ZHUH�VLJQV�RI�WURXEOH���6HYHUDO�ODUJH�EDQNV�HLWKHU

IDLOHG�RU�UHFHLYHG�IHGHUDO�DVVLVWDQFH��DQG�VRPH�WKULIWV�ZHUH�MXVW�EHJLQQLQJ�WR�UHFRYHU�IURP

WKH�HIIHFWV�RI�KLJK�LQWHUHVW�UDWHV�HDUOLHU�LQ�WKH�GHFDGH��$V�WKH�EDQNLQJ�DQG�WKULIW�FULVHV

GHHSHQHG�ODWHU�LQ�WKH�����V�DQG�HDUO\�����V��ERWK�WKH�QXPEHU�RI�QHZO\�FKDUWHUHG�HQWUDQWV
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7DEOH��

,QVXUHG�,QVWLWXWLRQV

1HZ�&KDUWHUV

8QDVVLVWHG
7UXH

'H�1RYR
5HPDLQLQJ
'H�1RYR

2WKHU
�1HZ

%DQN�+ROGLQJ
&RPSDQ\ 8QDVVLVWHG

<HDU ,QVWLWXWLRQV ,QVWLWXWLRQV ,QVWLWXWLRQV &RQVROLGDWLRQV $FTXLVLWLRQV
���� 1$ ��� ��� 1$ ���
���� 1$ ��� ��� 1$ ���
���� 1$ ��� ��� 1$ ���
���� 1$ ��� ��� 1$ ���
���� 1$ ��� ��� 1$ ���
���� 1$ ��� ��� ��� ���
���� 1$ ��� ��� ��� ���
���� 1$ ��� ���� ��� ���
���� 1$ ��� ��� ��� ���
���� 1$ ��� ���� ��� ���
���� 1$ ��� ���� ��� ���
���� 1$ ���� ���� ��� ���
���� 1$ ���� ���� ��� ���
���� 1$ ���� ���� ��� ���
���� 1$ ���� ���� ��� ���
���� ��� ���� ����� ��� ���
���� ��� ���� ���� ��� ���
���� ��� ����� ���� ��� ���

1RWH��1$�PHDQV�WKDW�D�PHDVXUH�RI�WUXH�GH�QRYR�LQVWLWXWLRQV�ZDV�QRW�DYDLODEOH��DQG�DOO�ZHUH�LQFOXGHG�LQ
UHPDLQLQJ�GH�QRYR�LQVWLWXWLRQV���+ROGLQJ�FRPSDQ\�GDWD�ZHUH�QRW�DYDLODEOH�EHIRUH��������+ROGLQJ�FRPSDQ\
FRQVROLGDWLRQV�ZHUH�GHILQHG�DV�PHUJHUV�ZKHQ�WKH�WZR�LQGLYLGXDO�GHSRVLWRU\�LQVWLWXWLRQV�KDG�KDG�WKH�VDPH
EDQN�KROGLQJ�FRPSDQ\�IRU�RQH�\HDU�RU�PRUH���8QDVVLVWHG�DFTXLVLWLRQV�IRU������DQG�HDUOLHU�LQFOXGH�EDQN
KROGLQJ�FRPSDQ\�FRQVROLGDWLRQV� ��



�

DQG�WKH�QXPEHU�RI�XQDVVLVWHG�PHUJHUV�GHFOLQHG���,Q�������DIWHU�WKH�IDLOXUH�RI�%DQN�RI�1HZ

(QJODQG�DQG�WKH�FROODSVH�RI�UHDO�HVWDWH�PDUNHWV�LQ�1HZ�(QJODQG��RQO\����QHZ�LQVWLWXWLRQV

VWDUWHG�RSHUDWLRQV���7KLV�ZDV�WKH�ORZHVW�QXPEHU�LQ�RYHU�D�GHFDGH�

,Q�WKH�HDUO\�VWDJHV�RI�WKH�ILQDQFLDO�LQVWLWXWLRQ�FULVHV��D�QXPEHU�RI�LQVWLWXWLRQV

DWWHPSWHG�WR�LPSURYH�WKHLU�SHUIRUPDQFH�E\�FXWWLQJ�FRVWV�RU�JURZLQJ�UDSLGO\�WKURXJK

PHUJHUV���7KLV�PDQLIHVWHG�LWVHOI�LQ�D�VLJQLILFDQW�ULVH�LQ�XQDVVLVWHG�PHUJHUV�LQ������DQG

�������:LWK�WKH�UHFRJQLWLRQ�RI�WKH�GHSWK�RI�WKH�FULVHV��DQG�WKH�FUHDWLRQ�DQG�IXQGLQJ�RI�WKH

5HVROXWLRQ�7UXVW�&RUSRUDWLRQ�LQ�������FDPH�D�GUDPDWLF�GHFOLQH�LQ�WKH�QXPEHU�RI

XQDVVLVWHG�PHUJHUV�WR�������$V�WKH�UHVROXWLRQ�RI�WKH�EDQN�DQG�WKULIW�FULVHV�EHJDQ�WR�ZLQG

GRZQ�LQ�������IDLOXUHV�KDG�GHFOLQHG�WR������PHUJHUV�DQG�GH�QRYR�HQWU\�EHJDQ�WR�ULVH���7KH

DGGLWLRQ�RI�PRUH�OLEHUDOL]HG�UHJXODWLRQV�UHJDUGLQJ�ERWK�LQWUD��DQG�LQWHUVWDWH�EDQNLQJ�JDYH

WKH�FRQVROLGDWLRQ�PRYHPHQW�H[WUD�LPSHWXV���6LQFH������ERWK�LQGXVWU\�FRQVROLGDWLRQ�DQG

QHZ�FKDUWHUV�KDYH�JDLQHG�PRPHQWXP��ZLWK�XQDVVLVWHG�PHUJHUV�DW�DURXQG�����HDFK�\HDU

DQG�WKH�UDWH�RI�GH�QRYR�HQWU\�JURZLQJ�E\�DERXW����LQVWLWXWLRQV�HDFK�\HDU�

5HYLHZ�RI�WKH�/LWHUDWXUH

6RPH�RI�WKH�HDUO\�VWXGLHV�ORRNHG�DW�HQWU\�LQ�EDQNLQJ�DV�D�FDSLWDO�LQYHVWPHQW�DQG

ZLWKLQ�WKLV�IUDPHZRUN�WHVWHG�IRU�WKH�HIIHFW�RI�UHJXODWRU\�EDUULHUV��VHH��IRU�H[DPSOH�

3HOW]PDQ�>����@����+RZHYHU��WKHVH�VWXGLHV�XVHG�GDWD�DJJUHJDWHG�RYHU�D�ODUJH�QXPEHU�RI

ORFDO�EDQNLQJ�PDUNHWV�LQVWHDG�RI�DQDO\]LQJ�LQGLYLGXDO�PDUNHWV���2QH�RI�WKH�OLPLWDWLRQV�RI

WKLV�DSSURDFK�LV�WKDW�LW�GRHV�QRW�DOORZ�IRU�WKH�H[DPLQDWLRQ�RI�WKH�HIIHFW�RI�ORFDO�PDUNHW

VWUXFWXUH�RQ�WKH�HQWU\�GHFLVLRQ���0RUHRYHU��WKH�GHPRJUDSKLF�DQG�SRWHQWLDO�SURILWDELOLW\

FKDUDFWHULVWLFV�RI�VSHFLILF�PDUNHWV�DUH�H[FOXGHG�IURP�WKH�DQDO\VLV�

,Q������*LOEHUW�DQG�+DQZHFN�HDFK�SUHVHQWHG�D�VWXG\�RI�GH�QRYR�HQWU\��DW�WKH

)HGHUDO�5HVHUYH�%DQN�RI�&KLFDJR¶V�&RQIHUHQFH�RQ�%DQN�6WUXFWXUH�DQG�&RPSHWLWLRQ�
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%RWK�SDSHUV�ZHUH�FRQFHUQHG�ZLWK�WKH�LVVXH�RI�SRWHQWLDO�FRPSHWLWLRQ�DQG�ZLWK�GHYHORSLQJ

DQ�HPSLULFDO�DSSURDFK�WR�DVVHVV�WKH�OLNHOLKRRG�RI�HQWU\�E\�ILUPV�VHHNLQJ�WR�HQWHU�D�PDUNHW

E\�PHUJHU���%RWK�DXWKRUV�XVHG�FURVV�VHFWLRQ�GDWD�LQ�WKHLU�DQDO\VHV�

+DQZHFN���������XVLQJ�D�PXOWLSOH�UHJUHVVLRQ�PRGHO�RQ�D�FURVV���VHFWLRQ�RI����

606$V�IRU�WKH�\HDUV������DQG�������DWWHPSWHG�WR�H[SODLQ�WKH�QXPEHU�RI�QHZ�EDQN

IRUPDWLRQV��WKH�GHSHQGHQW�YDULDEOH����+H�IRXQG�WKDW�WKH�PRUH�KLJKO\�FRQFHQWUDWHG�D

PDUNHW��WKH�OHVV�OLNHO\�WKHUH�ZRXOG�EH�VXEVHTXHQW�HQWU\���+H�DOVR�IRXQG�WKH�H[SHFWHG

SURILWDELOLW\�RI�WKH�PDUNHW��DV�PHDVXUHG�E\�SUR[LHV�IRU�WKH�H[SHFWHG�JURZWK�LQ�SHUVRQDO

LQFRPH�RU�GHSRVLWV��WR�EH�D�VLJQLILFDQW�IDFWRU�LQ�GHWHUPLQLQJ�GH�QRYR�HQWU\���$V�D�SUR[\

IRU�SURGXFW�GLIIHUHQWLDWLRQ�EDUULHUV�WR�HQWU\��KH�LQFOXGHG�WKH�SRSXODWLRQ�WR�EDQNLQJ�RIILFH

UDWLR�DQG�GXPPLHV�IRU�EUDQFKLQJ�ODZV�DV�LQGHSHQGHQW�YDULDEOHV��7KH�LQVLJQLILFDQFH�RI

WKHVH�YDULDEOHV�OHG�KLP�WR�WKH�FRQFOXVLRQ�WKDW��³WKHVH�DUH�QRW�LPSRUWDQW�VRXUFHV�RI�EDUULHUV

WR�HQWU\�LQ�ORFDO�FRPPHUFLDO�EDQNLQJ�PDUNHWV�´�

*LOEHUW���������LQ�D�VXEVHTXHQW�DUWLFOH�H[SDQGLQJ�RQ�KLV�FRQIHUHQFH�SDSHU��VRXJKW

³WR�HVWDEOLVK�REMHFWLYH�RSHUDWLRQDO�JXLGHOLQHV�IRU�SUHGLFWLQJ�GH�QRYR�H[SDQVLRQ�LQ�EDQN

PHUJHU�FDVHV�´���+H�GHYHORSHG�D�PXOWLYDULDWH�GLVFULPLQDQW�PRGHO�WR�GLVWLQJXLVK�EHWZHHQ

GHFLVLRQV�RI�EDQNV�WR�RSHQ�RU�QRW�WR�RSHQ�GH�QRYR�EUDQFK�RIILFHV�LQ�WKH�PDUNHWV�LQ�ZKLFK

D�IHGHUDO�UHJXODWRU\�DJHQF\�KDG�GHQLHG�WKHP�HQWU\�YLD�PHUJHU���+LV�VDPSOH�ZDV�FRPSRVHG

RI����PHUJHU�FDVHV�GHFLGHG�EHWZHHQ������DQG��������+H�WHVWHG�IRU�WKH�VLJQLILFDQFH�RI

YDULDEOHV�WKDW�UHIOHFWHG�WKH�IROORZLQJ��WKH�H[SDQVLRQ�FDSDFLW\�RI�DQ�DSSOLFDQW�EDQN��WKH

H[SDQVLRQ�KLVWRU\�RI�WKH�DSSOLFDQW�EDQN��WKH�HFRQRPLF�DQG�GHPRJUDSKLF�FKDUDFWHULVWLFV�RI

WKH�PDUNHW��WKH�JURZWK�SURVSHFWV�RI�WKH�PDUNHW��H[SHFWHG�SURILWV���UHJXODWLRQV�RQ�EDQN

H[SDQVLRQ��DQG�WKH�FRPSHWLWLYH�VWUXFWXUH�RI�WKH�PDUNHW���+H�IRXQG�YDULDEOHV�WKDW�UHSUHVHQW

������������������������������ ����������������������������
��+DQZHFN��������������
��*LOEHUW�������������
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WKH�HFRQRPLF�FKDUDFWHULVWLFV�RI�D�PDUNHW��LWV�JURZWK�SURVSHFWV�IRU�EDQN�VHUYLFHV��DQG�LWV

EDQNLQJ�VWUXFWXUH�WR�EH�VWDWLVWLFDOO\�VLJQLILFDQW���+H�DOVR�FRQFOXGHG���³1R�VLQJOH�IDFWRU�LV

SDUWLFXODUO\�QRWHZRUWK\�LQ�H[SODLQLQJ�EDQN�H[SDQVLRQ�EHKDYLRU���+RZHYHU��DV�D�FDWHJRU\�

EDQN�PDUNHW�VWUXFWXUH�LQGLFDWRUV�DSSHDU�WR�ZHLJK�PRVW�KHDYLO\�LQ�HYHQWXDO�GHFLVLRQV�WR

EUDQFK�GH�QRYR�´���/LNH�+DQZHFN��*LOEHUW�IRXQG�QR�VLJQLILFDQFH�WR�YDULDEOHV�UHSUHVHQWLQJ

VWDWXWRU\�OLPLWDWLRQV�RQ�EUDQFKLQJ�

$�WKLUG�VWXG\��E\�5RVH���������H[DPLQHG�WKH�DWWUDFWLYHQHVV�RI�LQGLYLGXDO�PDUNHWV

IRU�GH�QRYR�HQWU\���5RVH�GHYHORSHG�D�PRGHO�ZKHUH�HQWU\�LV�H[SODLQHG�E\�PDUNHW

SURILWDELOLW\��PDUNHW�VL]H��PDUNHW�JURZWK��SHU�FDSLWD�SHUVRQDO�LQFRPH��PDUNHW

FRQFHQWUDWLRQ��DQG�DFTXLVLWLRQV�RI�EDQNV�ZLWKLQ�WKH�PDUNHW���+H�WHVWHG�KLV�PRGHO�XVLQJ�D

VDPSOH�RI����7H[DV�VHFRQGDU\�606$�EDQNLQJ�PDUNHWV�RYHU�WKH�WLPH�SHULRG�����±����

+H�VXEGLYLGHG�KLV�GDWD�LQWR�WKUHH�IRXU�\HDU�VXESHULRGV�DQG�XVHG�7RELW�DQDO\VLV���+H�IRXQG

WKDW�EHIRUH�������LQWHUPDUNHW�YDULDWLRQV�LQ�QHZ�EDQN�IRUPDWLRQV�ZHUH�GLIILFXOW�WR�H[SODLQ�

)RU�WKH�SHULRG�����±����KH�IRXQG�D�VLJQLILFDQW�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�GH�QRYR

HQWU\�DQG�PDUNHW�SURILWDELOLW\�DQG�VL]H��DQG�D�ZHDN�QHJDWLYH�UHODWLRQVKLS�WR�PDUNHW

FRQFHQWUDWLRQ���%HFDXVH�RI�WKH�OLPLWHG�JHRJUDSKLF�VFRSH�RI�WKH�VDPSOH���LW�LV�GLIILFXOW�WR

JHQHUDOL]H�IURP�WKH�HPSLULFDO�UHVXOWV�WR�WKH�QDWLRQ�DV�D�ZKROH�

(FRQRPLF�WKHRU\�KDV�WUDGLWLRQDOO\�UHFRJQL]HG�WKDW�IUHH�HQWU\�LQWR�D�PDUNHW�LV�D

FULWLFDO�FRPSRQHQW�RI�WKH�FRPSHWLWLYH�SURFHVV���$PHO�DQG�/LDQJ��������H[DPLQHG

³ZKHWKHU�D�FRPSHWLWLYH�SURFHVV�OLPLWV�WKH�SHUVLVWHQFH�RI�DERYH�QRUPDO�SURILWV�LQ�ORFDO

JHRJUDSKLF�EDQNLQJ�PDUNHWV´�DQG�ZKHWKHU�HQWU\�LQWR�D�ORFDO�EDQNLQJ�PDUNHW�LV�GHSHQGHQW

RQ�WKH�SURILWV�RI�H[LVWLQJ�ILUPV�DQG�RQ�RWKHU�PDUNHW�FKDUDFWHULVWLFV���:KLOH�WKHLU�VWXG\�GLG

������������������������������ ����������������������������
��,ELG�������
��7R�DUULYH�DW�KLV�GHILQLWLRQ�RI�VHFRQGDU\�PDUNHW��KH�H[FOXGHV�'DOODV��)RUW�:RUWK��+RXVWRQ��DQG�6DQ
$QWRQLR���7KH�0LGODQG�DQG�2GHVVD�606$V�DUH�DOVR�WUHDWHG�DV�RQH�EDQNLQJ�PDUNHW�
��6LQFH�7H[DV�ZDV�D�XQLW�EDQNLQJ�VWDWH��LW�LV�XQFHUWDLQ�DV�WR�KRZ�PXFK�WKH�LQDELOLW\�RI�EDQNV�WR�PHUJH�
RXWVLGH�RI�KROGLQJ�FRPSDQ\�DFTXLVLWLRQV��ELDVHG�WKH�VDPSOH�XVHG�
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QRW�IRFXV�VSHFLILFDOO\�RQ�GH�QRYR�HQWU\��LW�SURYLGHV�D�EDVLF�IUDPHZRUN�IRU�H[DPLQLQJ�GH

QRYR�HQWU\�

7KHRUHWLFDO�)UDPHZRUN

7KH�GHFLVLRQ�WR�HQWHU�D�PDUNHW�GH�QRYR�LV�LQ�VRPH�ZD\V�QR�GLIIHUHQW�IURP�WKH

GHFLVLRQ�WR�HQWHU�E\�DFTXLVLWLRQ�RU�E\�EUDQFKLQJ���6SHFLILFDOO\��HQWU\�GHFLVLRQV�DUH�EDVHG

RQ�WKH�H[SHFWDWLRQV�RI�WKH�SURILWV�WR�EH�HDUQHG�IURP�HQWU\�LQWR�D�PDUNHW���,Q�WKH�FDVH�RI�GH

QRYR�HQWU\��LQYHVWRUV�PXVW�IDFWRU�LQ�WKH�FRVWV�RI�REWDLQLQJ�D�FKDUWHU�DQG�WKH�PDUNHW¶V

UHFHSWLYLW\�WR�D�QHZ�LQVWLWXWLRQ���)ROORZLQJ�$PHO�DQG�/LDQJ���������ZH�DVVXPH�HQWU\�LV�D

SRVLWLYH�IXQFWLRQ�RI�WKH�GLIIHUHQFH�EHWZHHQ�WKH�EDQN¶V�H[SHFWHG�SURILWV��pH��DQG�HQWU\�

IRUHVWDOOLQJ�SURILWV��pI���(QWU\�IRUHVWDOOLQJ�SURILWV�DUH�WKH�OHYHO�RI�HFRQRPLF�SURILWV�EHORZ

ZKLFK�QR�ILUP�ZLOO�HQWHU�D�PDUNHW�DQG�DUH�D�IXQFWLRQ�RI�HQWU\�EDUULHUV�DQG�PDUNHW

FKDUDFWHULVWLFV���,Q�WKH�DEVHQFH�RI�EDUULHUV�WR�HQWU\�RU�FKDQJHV�LQ�PDUNHW�FKDUDFWHULVWLFV�

HQWU\�IRUHVWDOOLQJ�SURILWV�DUH�HTXDO�WR�WKH�LQVWLWXWLRQ¶V�FRVW�RI�FDSLWDO���+LJKHU�HQWU\

EDUULHUV�UDLVH�WKH�FRVW�RI�HQWU\�DQG�WKXV�UDLVH�pI���7KHVH�EDUULHUV�FDQ�WDNH�OHJDO�IRUP��VXFK

DV�UHVWULFWLRQV�RQ�EUDQFKLQJ�RU�SROLFLHV�E\�FKDUWHULQJ�ERGLHV���0DUNHW�FKDUDFWHULVWLFV�FDQ

DOVR�DIIHFW�pI���)RU�H[DPSOH��LI�WKH�PDUNHW�LV�JURZLQJ�VR�UDSLGO\�WKDW�WKH�H[LVWLQJ�PDUNHW

SDUWLFLSDQWV�FDQQRW�PHHW�PDUNHW�GHPDQG��WKHQ�WKH�EHQHILW�RI�LQFUHDVLQJ�GHPDQG�IRU

EDQNLQJ�VHUYLFHV�DFFUXHV�WR�QHZ�HQWUDQWV��DQG�pI�IDOOV�

7KH�HQWU\�GHFLVLRQ�LV�H[SUHVVHG�DV
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(
�LV�H[SHFWHG�GH�QRYR�HQWU\��pH�DUH�WKH�SURILWV�WKDW�DQ�LQVWLWXWLRQ�H[SHFWV�WR�HDUQ�DIWHU

HQWU\�DQG�VKRXOG�EH�QHJDWLYHO\�UHODWHG�WR�REVHUYHG�HQWU\��DQG�pI�DUH�HQWU\�IRUHVWDOOLQJ

SURILWV���%�UHSUHVHQWV�OHJDO�EDUULHUV�WR�HQWU\�DQG�VKRXOG�EH�QHJDWLYHO\�UHODWHG�WR�REVHUYHG

HQWU\��;�DUH�H[RJHQRXV�PDUNHW�FKDUDFWHULVWLFV��WKHVH�PD\�EH�HLWKHU�SRVLWLYHO\�RU

QHJDWLYHO\�UHODWHG�WR�HQWU\����+�LV�WKH�H[SHFWHG�IXWXUH�PDUNHW�FRQFHQWUDWLRQ��VLQFH

FRQFHQWUDWLRQ�VHUYHV�DV�D�EDUULHU�WR�HQWU\��ZKHUH�FXUUHQW�FRQFHQWUDWLRQ�LV�D�SUR[\�IRU

IXWXUH�FRQFHQWUDWLRQ�RQH�ZRXOG�H[SHFW�D�QHJDWLYH�VLJQ���p�DUH�SUH�HQWU\�SURILWV��KLJKHU

HFRQRPLF�SURILWV�VKRXOG�LQGXFH�HQWU\�DQG�H[SHFWDWLRQV�RI�KLJKHU�IXWXUH�SURILWV����$

UHSUHVHQWV�WKH�RSSRUWXQLWLHV�IRU�IXWXUH�SURILWV�UHVXOWLQJ�IURP�FXVWRPHU�DWWLWXGHV�WRZDUG

RXW�RI�WHUULWRU\�DFTXLUHUV�DQG�IURP�PHUJHU�DFWLYLW\�ZLWKLQ�D�PDUNHW�

(PSLULFDO�:RUN

7KH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\�DUH�HVWLPDWHG�IRU�EDQN�DQG�WKULIW�GH�QRYR�HQWU\

LQWR�XUEDQ�PDUNHWV�GXULQJ�FDOHQGDU�\HDUV�������������DQG��������/RJLW�DQDO\VLV�LV�XVHG�WR

H[DPLQH�0HWURSROLWDQ�6WDWLVWLFDO�$UHDV�WR�LGHQWLI\�WKRVH�IDFWRUV�WKDW�GHWHUPLQH�ZK\�GH

QRYR�HQWU\�RFFXUV�LQ�VRPH�PDUNHWV�EXW�QRW�LQ�RWKHUV����%HVLGHV�IRFXVLQJ�WKH�DQDO\VLV

VSHFLILFDOO\�RQ�GH�QRYR�HQWU\��ZH�DOVR�WHVWHG�WKH�K\SRWKHVLV�WKDW�RXW�RI�WHUULWRU\

DFTXLVLWLRQV�HQFRXUDJH�GH�QRYR�HQWU\���$�JHQHUDO�IRUP�RI�WKH�PRGHO�WHVWHG�LV
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LW

��LV�GH�QRYR�HQWU\�LQWR�PDUNHW�L�LQ�\HDU�W�ZKHQ�pH���pI�

7R�H[DPLQH�WKH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\��ZH�VSHFLILHG�WKH�GHSHQGHQW

YDULDEOH�DV�D�GXPP\�YDULDEOH�WR�LQGLFDWH�ZKHWKHU�GH�QRYR�HQWU\�LQWR�D�PDUNHW�KDV

������������������������������ ����������������������������
��6RPH�06$V�ZHUH�H[FOXGHG�IURP�WKH�VWXG\�EHFDXVH�WKH\�GLG�QRW�FRQWDLQ�WKH�KHDGTXDUWHUV�RI�DQ\�EDQN�RU
WKULIW��DQG�RWKHUV�ZHUH�H[FOXGHG�EHFDXVH�GDWD�IRU�FHUWDLQ�YDULDEOHV�ZHUH�XQDYDLODEOH�
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RFFXUUHG���0DUNHWV�DUH�GHILQHG�DV�PHWURSROLWDQ�VWDWLVWLFDO�DUHDV��06$����$�PHDVXUH�IRU

H[SHFWHG�SURILWDELOLW\�LV�WKH�SDVW�SURILWDELOLW\�RI�EDQNV�KHDGTXDUWHUHG�LQ�WKH�PDUNHW

� L�W��������$V�ZLWK�RWKHU�PHDVXUHV��D�SURVSHFWLYH�HQWUDQW�W\SLFDOO\�KDV�DFFHVV�RQO\�WR�GDWD

WKDW�DUH�ODJJHG�UHODWLYH�WR�WKH�ILQDO�HQWU\�GHFLVLRQ���+HQFH��WKH�SUR[\�IRU�H[SHFWHG

SURILWDELOLW\�ZDV�WKH�PHGLDQ�UHWXUQ�RQ�DVVHWV�IRU�EDQNV�DQG�WKULIWV�IRU�HDFK�PDUNHW�RQH

\HDU�EHIRUH�WKH�\HDU�RI�HQWU\���$�VHULRXV�OLPLWDWLRQ�WR�WKLV�DSSURDFK�LV�WKH�DVVXPSWLRQ�WKDW

WKH�VROH�GHWHUPLQDQW�RI�SURILW�H[SHFWDWLRQV�RI�SRWHQWLDO�GH�QRYR�HQWUDQWV�LV�WKH�SDVW

SURILWDELOLW\�RI�ILUPV�DOUHDG\�LQ�WKH�PDUNHW���0RUHRYHU��LW�DVVXPHV�WKDW�RQH�FDQ�PHDVXUH

SDVW�SURILWDELOLW\�RI�ILUPV�FRPSHWLQJ�LQ�WKH�PDUNHW���+RZHYHU��SXEOLVKHG�GDWD�DUH

DYDLODEOH�RQO\�E\�LQVWLWXWLRQ�DQG�WKXV�SURILWV�FDQQRW�EH�DWWULEXWHG�WR�PXOWLSOH�PDUNHWV���$Q

DOWHUQDWLYH�LV�WR�H[DPLQH�SURILW�SRWHQWLDO�E\�VHHLQJ�ZKHWKHU�D�PDUNHW�LV�RYHU��RU�XQGHU�

EDQNHG���9DULDEOHV�WKDW�FDSWXUH�WKLV�PHDVXUH�RI�SURILW�SRWHQWLDO�DUH�GLVFXVVHG�EHORZ�

6LPLODUO\��PHUJHU�DFWLYLW\��$L�W�����ZDV�PHDVXUHG�DV�WKH�QXPEHU�RI�PHUJHU�WDUJHWV

DFTXLUHG�LQ�DQ�06$�RYHU�D�WZR�\HDU�SHULRG�HQGLQJ�RQH�\HDU�EHIRUH�WKH�\HDU�RI�GH�QRYR

HQWU\���0HUJHU�DFWLYLW\�ZDV�VHSDUDWHG�LQWR�³LQ�PDUNHW´�PHUJHUV��WKRVH�EHWZHHQ

LQVWLWXWLRQV�LQ�WKH�VDPH�PDUNHW��DQG�³RXW�RI�PDUNHW´�PHUJHUV��WKH�DFTXLVLWLRQ�E\�D�EDQN�RU

WKULIW�QRW�DOUHDG\�UHSUHVHQWHG�LQ�WKH�PDUNHW���%HFDXVH�D�VXEVHW�RI�LQ�PDUNHW�DQG�RXW�RI�

PDUNHW�DFWLYLW\�UHVXOWHG�IURP�EDQN�KROGLQJ�FRPSDQLHV�FRQVROLGDWLQJ�WKHLU�EDQNV��WKHVH

PHUJHUV�DUH�FDSWXUHG�VHSDUDWHO\�IURP�PHUJHUV�EHWZHHQ�XQDIILOLDWHG�EDQNV�

$V�D�SUR[\�IRU�EDUULHUV�WR�HQWU\�FDXVHG�E\�PDUNHW�FRQFHQWUDWLRQ��+L�W�����D

+HUILQGDKO�+LUVFKPDQ�,QGH[��++,��ZDV�FDOFXODWHG�IRU�HDFK�06$��XVLQJ�EUDQFK�RIILFH

GHSRVLW�GDWD�IRU�DOO�EDQNV�DQG�WKULIWV�RSHUDWLQJ�LQ�WKH�06$���)ROORZLQJ�VWDQGDUG�SUDFWLFH�

EUDQFK�GDWD�ZHUH�DJJUHJDWHG�E\�RUJDQL]DWLRQDO�RZQHU��ZLWK�WKH�RZQHU�EHLQJ�WKH�WRSPRVW

������������������������������ ����������������������������
���6LQFH�HFRQRPLF�SURILWV�DUH�QRW�UHDGLO\�DYDLODEOH��DFFRXQWLQJ�SURILWV�DUH�XVHG�DV�D�SUR[\���7KH�XVH�RI
DFFRXQWLQJ�SURILWV�PD\�ELDV�WKH�UHVXOWV�EHFDXVH�WKH\�ZLOO�XQGHUVWDWH�HFRQRPLF�SURILWV��VLQFH�DFFRXQWLQJ
SURILWV�DUH�VKRUW�UXQ�PHDVXUHV�DQG�DUH�PDQDJHG�VR�DV�WR�PLQLPL]H�WD[�OLDELOLWLHV�
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LQVWLWXWLRQ�LQ�D�FKDLQ��D�EDQN��D�WKULIW��RU�D�EDQN�KROGLQJ�FRPSDQ\����/HJDO�UHVWULFWLRQV�RQ

EUDQFKLQJ��%L�W��DSSO\�WR�DQ�HQWLUH�VWDWH���$�GXPP\�YDULDEOH��WR�UHIOHFW�UHVWULFWLRQV�RQ

EUDQFKLQJ�IRU�HDFK�PDUNHW��ZDV�FUHDWHG�IURP�GDWD�SURYLGHG�E\�WKH�&RQIHUHQFH�RI�6WDWH

%DQN�6XSHUYLVRUV���)RU�WKRVH�06$V�WKDW�DUH�ORFDWHG�LQ�PRUH�WKDQ�RQH�VWDWH��WKH�VWDWH

ZKHUH�WKH�PDMRULW\�RI�EDQNLQJ�RIILFHV�DUH�ORFDWHG�ZDV�YLHZHG�DV�WKH�RQH�GHWHUPLQLQJ

ZKHWKHU�EUDQFKLQJ�UHVWULFWLRQV�DSSOLHG�WR�WKH�PDUNHW�

$�PHDVXUH�RI�SRWHQWLDO�GHPDQG�IRU�WKH�VHUYLFHV�RI�D�QHZ�EDQN�LV�WKH�SRSXODWLRQ

SHU�EUDQFK�RI�EDQNV�DQG�WKULIWV���$�UHODWLYHO\�ORZ�UDWLR�LQGLFDWHV�WKDW�D�PDUNHW�PD\�EH

RYHUEDQNHG��DQG�WKXV�XQGHVLUDEOH�IURP�WKH�SHUVSHFWLYH�RI�D�SRWHQWLDO�HQWUDQW���&RQYHUVHO\�

D�UHODWLYHO\�KLJK�UDWLR�PD\�LQGLFDWH�WKDW�WKHUH�LV�VLJQLILFDQW�RSSRUWXQLW\�IRU�D�QHZ

LQVWLWXWLRQ�WR�DWWUDFW�FXVWRPHUV�DQG�VXEVHTXHQWO\�H[SDQG���2QH�FDQ�YLHZ�WKLV�PHDVXUH�DV�D

PDUNHW�EDUULHU��DV�GLG�+DQZHFN��RU�DV�D�PHWULF�IRU�SURILW�RSSRUWXQLW\���$QRWKHU�PHDVXUH

RI�SRWHQWLDO�GHPDQG�IRU�EDQNLQJ�VHUYLFHV�WKDW�DOVR�UHIOHFWV�WKH�HFRQRPLF�FRQGLWLRQ�RI�WKH

PDUNHW�LV�WKH�UDWLR�RI�SHU�FDSLWD�LQFRPH�SHU�EUDQFK���7KLV�PHDVXUH��HVSHFLDOO\�ZKHQ

FRPELQHG�ZLWK�SRSXODWLRQ�SHU�EUDQFK��PHDVXUHV�WKH�UHODWLYH�ZHDOWK�EHLQJ�VHUYHG�E\�HDFK

H[LVWLQJ�EDQNLQJ�IDFLOLW\���2WKHU�PHDVXUHV�RI�WKH�UHODWLYH�DWWUDFWLYHQHVV�RI�D�PDUNHW�PD\

EH�FDSWXUHG�E\�HFRQRPLF�YDULDEOHV�VXFK�DV�WKH�FKDQJH�LQ�WKH�XQHPSOR\PHQW�UDWH�DQG�WKH

JURZWK�LQ�SRSXODWLRQ���2QH�ZRXOG�H[SHFW�WKDW�D�PDUNHW�ZKRVH�HFRQRP\�LV�ERWK

VWUHQJWKHQLQJ�DQG�JURZLQJ�LQ�VL]H�ZRXOG�EH�PRUH�DWWUDFWLYH�WR�HQWUDQWV�WKDQ�RQH�WKDW�LV

VWDJQDWLQJ���7KH�RQH�QHJDWLYH�FKDUDFWHULVWLF�W\SLFDOO\�IRXQG�LQ�UDSLGO\�JURZLQJ�PDUNHWV�

KRZHYHU��LV�WKDW�FRPPHUFLDO�UHDO�HVWDWH�FRVWV�DUH�UHODWLYHO\�KLJKHU�WKDQ�LQ�VORZHU�JURZLQJ

PDUNHWV�����7KH�KLJK�FRVW�RI�UHDO�HVWDWH�LV�D�OLNHO\�EDUULHU�WR�HQWU\�IRU�GH�QRYR�HQWUDQWV��DV

������������������������������ ����������������������������
���$�SRVLWLYH�DQG�VLJQLILFDQW�UHODWLRQVKLS�EHWZHHQ�SRSXODWLRQ�JURZWK�DQG�RIILFH�VSDFH�UHQWDO�UDWHV�ZDV�IRXQG
IRU�WKRVH�06$V�IRU�ZKLFK�GDWD�DUH�DYDLODEOH�
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RSSRVHG�WR�DFTXLUHUV�ZKR�ZLOO�DVVXPH�H[LVWLQJ�OHDVHV���$OO�RU�VRPH�RI�WKHVH�H[RJHQRXV

IDFWRUV��;L�W����PD\�LQIOXHQFH�D�ILUP¶V�GHFLVLRQ�WR�HQWHU�D�PDUNHW�GH�QRYR�

7R�WHVW�WKH�K\SRWKHVLV�WKDW�DFTXLVLWLRQV�HQFRXUDJH�GH�QRYR�HQWU\��DV�ZHOO�DV�WKH

LPSRUWDQFH�RI�RWKHU�IDFWRUV�LQ�GHWHUPLQLQJ�GH�QRYR�HQWU\�LQWR�VSHFLILF�JHRJUDSKLF

PDUNHWV��ZH�HVWLPDWHG�D�ELYDULDWH�ORJLW�PRGHO�IRU�D�SRROHG�WLPH�VHULHV�FURVV�VHFWLRQ�GDWD

VHW���7R�FDSWXUH�DQ\�WLPH�HIIHFWV�RYHU�WKH�WKUHH�\HDUV�VWXGLHG��ZH�LQFOXGHG�GXPP\

YDULDEOHV�IRU������DQG��������'DWD�RQ�����06$V�IRU�WKH�WKUHH�\HDUV�����±���ZHUH�XVHG�

\LHOGLQJ�D�VDPSOH�RI�����REVHUYDWLRQV���6LQFH�HQWU\�GHFLVLRQV�DUH�W\SLFDOO\�PDGH�DW�OHDVW�D

\HDU�EHIRUH�D�FKDUWHU�LV�JUDQWHG��PRVW�RI�WKH�LQGHSHQGHQW�YDULDEOHV�ZHUH�ODJJHG�DW�OHDVW�D

\HDU���(DFK�RI�WKH�YDULDEOHV�LQFOXGHG�LQ�WKH�YDULRXV�VFHQDULRV�LV�GHVFULEHG�LQ�WDEOH�����7KH

GHSHQGHQW�YDULDEOH�LV�D�GXPP\�WKDW�HTXDOV�RQH�LI�WKH�06$�KDG�DQ\�GH�QRYR�HQWUDQWV

GXULQJ�HDFK�RI�WKH�\HDUV�IURP������WKURXJK��������,W�VKRXOG�EH�QRWHG�WKDW�RI�WKH�����GH

QRYR�LQVWLWXWLRQV�UHSRUWHG�LQ�FROXPQV���DQG���RI�WDEOH����ZH�H[FOXGHG�IURP�WKH�VWXG\���

WKDW�ZHUH�DIILOLDWHV�RI�LQVWLWXWLRQV�DOUHDG\�LQ�DQ�06$�DQG�����WKDW�ZHUH�GH�QRYR�HQWUDQWV

LQWR�UXUDO��QRQ�06$��PDUNHWV��7R�EHWWHU�WHVW�WKH�K\SRWKHVLV�UHJDUGLQJ�PHUJHU�DFWLYLW\�DQG

GH�QRYR�HQWU\��WKUHH�HTXDWLRQV�ZHUH�HVWLPDWHG��HDFK�FRQWDLQLQJ�D�GLIIHUHQW�PHDVXUH�RI

PHUJHU�DFWLYLW\�DORQJ�ZLWK�RWKHU�LQGHSHQGHQW�YDULDEOHV��DQG�PD[LPXP�OLNHOLKRRG

HVWLPDWHV�RI�WKH�FRHIILFLHQWV�ZHUH�REWDLQHG���7KH�UHVXOWV�RI�WKH�ILUVW�HTXDWLRQ�DUH�VKRZQ�LQ

FROXPQ��D��RI�WDEOH�����,Q�WKLV�VSHFLILFDWLRQ��SHU�FDSLWD�LQFRPH�SHU�EUDQFK��<33%5��DQG

SRSXODWLRQ�SHU�EUDQFK��3233(5%5��ZHUH�VWDWLVWLFDOO\�VLJQLILFDQW�DQG�SRVLWLYHO\

FRUUHODWHG�ZLWK�GH�QRYR�HQWU\��SRSXODWLRQ�JURZWK��323*52:���EUDQFKLQJ�UHVWULFWLRQV

�%5$1&+(6���DQG�PDUNHW�FRQFHQWUDWLRQ��646+$5(��KDG�VLJQLILFDQW�QHJDWLYH

FRHIILFLHQWV���,Q�WKLV�VSHFLILFDWLRQ�WKH�YDULDEOHV�XVHG�WR�UHSUHVHQW�SULRU�PHUJHU
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7DEOH��

1DPH�RI
9DULDEOH

'HVFULSWLRQ 0HDQ 6WDQGDUG
'HYLDWLRQ

1(:$1< 'H�QRYR�HQWU\�GXPP\�YDULDEOH�IRU�DQ\�EDQN�RU�WKULIW ���� ����

<33%5 3HU�FDSLWD�SHUVRQDO�LQFRPH�SHU�EUDQFK�RIILFH ������ ������

3233(5%5 3RSXODWLRQ�SHU�EUDQFK�RIILFH ������� �������
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/$*,1& 7ZR�\HDU�WRWDO�RI�LQ�06$�FRQVROLGDWLRQV�WKURXJK�SULRU
\HDU

���� ����

/$*287$ 7ZR�\HDU�WRWDO�RI�RXW�RI�06$�DFTXLVLWLRQV�WKURXJK
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/$*,1287 ,Q�06$�RU�RXW�RI�06$�PHUJHU�GXPP\�YDULDEOH ���� ����

/$*,1$' ,Q�06$�DFTXLVLWLRQV�GXPP\�YDULDEOH ���� ����

/$*,1&' ,Q�06$�FRQVROLGDWLRQV�GXPP\�YDULDEOH ���� ����
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��

7DEOH��

9DULDEOH 'HSHQGHQW�YDULDEOH��'H�QRYR�HQWU\�GXPP\�YDULDEOH
D E F

,QWHUFHSW ������
��������




������
��������



������
��������




<33%5 �������
��������




�������
��������




�������
��������




3233(5%5 ��������
��������



��������
��������

�������
��������


%5$1&+(6 �������
��������



�������
��������




�������
��������




&+*81(03 �������
��������

�������
��������

�������
��������

/$*,1$ �������
��������

/$*,1& �������
��������

/$*287$ �������
��������



/$*287& �������
��������

/$*,1287 �������
��������

/$*,1$' �������
��������

/$*,1&' �������
��������



/$*287$' �������
��������



/$*287&' �������
��������

323*52: �������
��������




�������
��������




�������
��������




52$21( ������
��������

������
��������

������
��������

646+$5( ��������
��������



��������
��������

�������
��������



'80���� �������
��������

�������
��������

�������
��������

'80���� �������
��������



�������
��������



�������
��������



1XPEHU�RI
2EVHUYDWLRQV ��� ��� ���
&KL�VTXDUH
6WDWLVWLF

�������
��������




�������
��������




�������
��������




3VHXGR�5�VTXDUH
6WDWLVWLF ������� ������� �������

1RWH���7KH�GHSHQGHQW�YDULDEOH��1(:$1<��HTXDOV�RQH�LI�WKH�06$�KDV�DQ\�GH�QRYR�HQWUDQWV�GXULQJ�D�\HDU
IRU������WR��������6WDWLVWLFV�IRU�WKH�SUREDELOLW\�JUHDWHU�WKDQ�&KL�VTXDUH�DUH�LQ�SDUHQWKHVHV��ZLWK�
��

��RU�



WR�GHQRWH�DQ�HVWLPDWH�VLJQLILFDQWO\�GLIIHUHQW�IURP�]HUR�DW�WKH����������DQG����OHYHOV�RI�VLJQLILFDQFH�
UHVSHFWLYHO\��XVLQJ�D�WZR�WDLOHG�WHVW�
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DFWLYLW\�ZHUH�WKH�QXPEHU�RI�LQ�PDUNHW�PHUJHUV�DQG�KROGLQJ�FRPSDQ\�FRQVROLGDWLRQV

�/$*,1$�DQG�/$*,1&��UHVSHFWLYHO\���DQG�WKH�QXPEHU�RI�RXW�RI�PDUNHW�PHUJHUV�DQG

FRQVROLGDWLRQV��/$*287$�DQG�/$*287&��UHVSHFWLYHO\���WKDW�RFFXUUHG�WZR�\HDUV

EHIRUH�WKH�\HDU�EHIRUH�GH�QRYR�HQWU\���7KH�RXW�RI�PDUNHW�DFTXLVLWLRQ�YDULDEOH�LV

VWDWLVWLFDOO\�VLJQLILFDQW�ZLWK�D�QHJDWLYH�VLJQ��LQGLFDWLQJ�WKDW�WKH�JUHDWHU�WKH�DFTXLVLWLRQ

DFWLYLW\��LQ�WKH�IRUP�RI�DFTXLVLWLRQV�E\�LQVWLWXWLRQV�IURP�RXWVLGH�WKH�PDUNHW��WKH�PRUH

WKHVH�DFTXLVLWLRQV�VHUYH�DV�D�GHWHUUHQW�WR�GH�QRYR�HQWU\��DOO�RWKHU�WKLQJV�EHLQJ�HTXDO���7KH

RWKHU�YDULDEOHV�UHSUHVHQWLQJ�FRQVROLGDWLRQV�DQG�LQ�PDUNHW�PHUJHUV�ZHUH�VWDWLVWLFDOO\

LQVLJQLILFDQW��9DULDEOHV�UHSUHVHQWLQJ�WKH�FKDQJH�LQ�XQHPSOR\PHQW��&+81(03��DQG

SULRU�\HDU�HDUQLQJV��52$21(��ZHUH�LQVLJQLILFDQW�

7KH�ILQGLQJ�RI�D�VLJQLILFDQW�QHJDWLYH�UHODWLRQVKLS�EHWZHHQ�PDUNHW�FRQFHQWUDWLRQ

DQG�GH�QRYR�HQWU\�LV�FRQVLVWHQW�ZLWK�WKH�ILQGLQJV�RI�+DQZHFN��������DQG�5RVH��������

7KH�LQVLJQLILFDQFH�RI�WKH�FKDQJH�LQ�XQHPSOR\PHQW�LV�FRQVLVWHQW�ZLWK�WKH�ILQGLQJV�RI�ERWK

*LOEHUW��������DQG�5RVH���������ZKLOH�WKH�VLJQLILFDQFH�RI�WKH�UROH�RI�SRSXODWLRQ�SHU

EDQNLQJ�RIILFH�DQG�RI�WKH�EUDQFKLQJ�UHVWULFWLRQ�YDULDEOH�GLIIHUV�IURP�+DQZHFN¶V�ILQGLQJV�

$�SRVVLEOH�H[SODQDWLRQ�IRU�WKH�GLIIHUHQFH�PD\�EH�WKDW�+DQZHFN�XVHG�SRSXODWLRQ�SHU

EDQNLQJ�RIILFH�DV�D�SUR[\�IRU�SURGXFW�GLIIHUHQWLDWLRQ��ZKLOH�LW�DQG�SHU�FDSLWD�LQFRPH�SHU

EDQNLQJ�RIILFH�DUH�XVHG�KHUH�DV�SUR[LHV�IRU�IXWXUH�SURILWDELOLW\���7KH�ILQGLQJ�WKDW�WKHVH

YDULDEOHV�DUH�VLJQLILFDQW�LV�FRQVLVWHQW�ZLWK�HDUOLHU�VWXGLHV�WKDW�IRXQG�PDUNHW�SURILWDELOLW\�WR

EH�SRVLWLYHO\�UHODWHG�WR�GH�QRYR�HQWU\���7KH�FKDQJH�LQ�WKH�VLJQLILFDQFH�RI�EUDQFKLQJ

UHVWULFWLRQV�IRXQG�LQ�WKLV�VWXG\�DV�FRPSDUHG�WR�HDUOLHU�RQHV�SUREDEO\�UHIOHFW�FKDQJHV�LQ

EDQNLQJ�ODZV�GXULQJ�WKH�SDVW����\HDUV�

7KH�VSHFLILFDWLRQ�RI�WKH�PRGHO�GLVFXVVHG�DERYH�H[DPLQHV�WKH�HIIHFW�RI�WKH�DPRXQW

�RU�LQWHQVLW\��RI�PHUJHU�DFWLYLW\��ZKLOH�WKH�VSHFLILFDWLRQV�LQ�FROXPQV��E��DQG��F��LQ�WDEOH��
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SUHVHQW�WKH�ILQGLQJV�ZLWK�YDULDEOHV�VXEVWLWXWHG�WR�PHDVXUH�WKH�HIIHFW�RI�WKH�H[LVWHQFH�RI

SULRU�PHUJHU�DFWLYLW\���,Q�WKH�VHFRQG�HTXDWLRQ��FROXPQ��E����D�GXPP\�YDULDEOH

UHSUHVHQWLQJ�PHUJHU�DFWLYLW\��LQFOXGLQJ�KROGLQJ�FRPSDQ\�FRQVROLGDWLRQ��RYHU�D�WZR�\HDU

SHULRG��HQGLQJ�RQH�\HDU�EHIRUH�WKH�JUDQWLQJ�RI�D�QHZ�FKDUWHU��LV�VXEVWLWXWHG�IRU�WKH�PHUJHU

FRXQW�YDULDEOHV�LQ�WKH�ILUVW�HTXDWLRQ���7KH�GXPP\�YDULDEOH��/$*,1287��KDV�D�QHJDWLYH

VLJQ�EXW�LV�QRW�VWDWLVWLFDOO\�VLJQLILFDQW���7KLV�UHVXOW�SURYLGHV�IXUWKHU�VXSSRUW�IRU�WKH�ILQGLQJ

WKDW�PHUJHUV�GR�QRW�HQFRXUDJH�GH�QRYR�HQWU\���,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�ZKLOH�WKH

3233(5%5�DQG�646+$5(�YDULDEOHV�ZHUH�QRW�VLJQLILFDQW�LQ�WKLV�VSHFLILFDWLRQ��WKH

EUDQFKLQJ�UHVWULFWLRQ�YDULDEOH�FRQWLQXHG�WR�EH�VLJQLILFDQW�DQG�QHJDWLYH�

$�WKLUG�VSHFLILFDWLRQ�ZDV�HVWLPDWHG��FROXPQ��F���ZLWK�GXPP\�YDULDEOHV

/$*,1$'��/$*287$'��/$*,1&'��DQG�/2*287&'�WR�LQGLFDWH�ZKHWKHU�WKHUH�KDG

EHHQ�LQ�PDUNHW�RU�RXW�RI�PDUNHW�PHUJHUV�RU�KROGLQJ�FRPSDQ\�FRQVROLGDWLRQV�GXULQJ�WKH

WZR�\HDUV��HQGLQJ�RQH�\HDU�EHIRUH�HQWU\���7KH�UHVXOWV�LQGLFDWH�D�QHJDWLYH�DQG�VLJQLILFDQW

UHODWLRQVKLS�EHWZHHQ�GH�QRYR�HQWU\�DQG�SULRU�RXW�RI�PDUNHW�PHUJHUV�DQG�LQ�PDUNHW

FRQVROLGDWLRQV���7KH�GXPPLHV�UHSUHVHQWLQJ�WKH�LQFLGHQFH�RI�RXW�RI�PDUNHW�FRQVROLGDWLRQV

DQG�LQ�PDUNHW�PHUJHUV�ZHUH�LQVLJQLILFDQW���7KH�PDUNHW�FRQFHQWUDWLRQ�YDULDEOH�ZDV

QHJDWLYH�DQG�VLJQLILFDQW�LQ�WKLV�VSHFLILFDWLRQ��DV�ZDV�WKH�EUDQFKLQJ�UHVWULFWLRQ�YDULDEOH�

0DQ\�UHVHDUFKHUV�KDYH�QRWHG�WKDW�GXULQJ�WKH�����V�DQG�HDUO\�����V�LW�ZDV�HDVLHU

WR�REWDLQ�D�IHGHUDO�FKDUWHU�WKDQ�D�VWDWH�FKDUWHU�����,Q�WKHLU�VWXG\�RI�WKH�SURILWDELOLW\�RI�GH

QRYR�FRPPHUFLDO�EDQNV��'H<RXQJ�DQG�+DVDQ�IRXQG�WKDW�GH�QRYR�QDWLRQDO�EDQNV�ZHUH

OHVV�HIILFLHQW�WKDQ�WKHLU�VWDWH�FKDUWHUHG�FRXQWHUSDUWV��SDUWO\�EHFDXVH�RI�³GLIIHUHQFHV�LQ

FKDUWHULQJ�SKLORVRSK\�RI�IHGHUDO�DQG�VWDWH�EDQN�UHJXODWRUV�´����:H�WKXV�H[DPLQH�ZKHWKHU

WKHUH�LV�DQ\�GLIIHUHQFH�LQ�WKH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\�IRU�IHGHUDOO\�FKDUWHUHG�EDQNV

������������������������������ ����������������������������
���)RU�D�GHVFULSWLRQ�RI�WKH�2&&¶V�VKLIW�WR�D�PDUNHW�RULHQWHG�FKDUWHULQJ�SROLF\��VHH�:KLWH������������
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DQG�WKULIWV�DV�FRPSDUHG�ZLWK�VWDWH�FKDUWHUHG�LQVWLWXWLRQV���)RU�WKH�WKUHH�\HDUV�FRYHUHG�LQ

WKLV�VWXG\������±���������LQVWLWXWLRQV�ZHUH�QHZO\�FKDUWHUHG�E\�WKH�VWDWHV�DQG�����EDQNV

DQG�WKULIWV�UHFHLYHG�FKDUWHUV�IURP�IHGHUDO�UHJXODWRUV�����,Q�FRQWUDVW�WR�WKH�����V��ZKHQ�WKH

QXPEHU�RI�QHZ�QDWLRQDO�EDQN�FKDUWHUV�ZDV�GLVSURSRUWLRQDWHO\�JUHDWHU�WKDQ�WKH�QXPEHU�RI

QHZ�VWDWH�FKDUWHUV��LQ�WKH�PRUH�UHFHQW�SHULRG������±����WKH�QXPEHU�RI�QHZ�IHGHUDO

FKDUWHUV�ZDV�DERXW�RQH�WKLUG�RI�WRWDO�EDQN�DQG�WKULIW�FKDUWHUV�JUDQWHG���7KLV�VXJJHVWV�WKDW

WKH�OLEHUDOL]HG�VWDQGDUGV�DSSOLHG�E\�IHGHUDO�FKDUWHULQJ�DJHQFLHV�GXULQJ�WKH�����V�PD\

KDYH�EHHQ�WLJKWHQHG��SRVVLEO\�DV�D�UHVXOW�RI�WKH�UHODWLYHO\�KLJKHU�IDLOXUH�UDWH�DPRQJ�WKHVH

LQVWLWXWLRQV�

7R�WHVW�IRU�GLIIHUHQFHV�LQ�HQWU\�IDFWRUV�IRU�VWDWH�FKDUWHUHG�DQG�IHGHUDO�FKDUWHUHG�GH

QRYR�EDQNV�DQG�WKULIWV��ZH�GLYLGHG�WKH�VDPSOH�RI�GH�QRYR�HQWUDQWV�E\�FKDUWHU�W\SH���7KH

UHVXOWV�IRU�IHGHUDO�EDQN�DQG�WKULIW�GH�QRYR�HQWU\�DUH�SUHVHQWHG�LQ�WDEOH����DQG�WKRVH�IRU

VWDWH�FKDUWHUHG�HQWU\�LQ�WDEOH�����7KH�PRGHO�VSHFLILFDWLRQV�XVHG�LQ�WKHVH�WHVWV�DUH�WKH�VDPH

DV�WKRVH�XVHG�LQ�WKH�PRGHO�SUHVHQWHG�DERYH���(DFK�RI�WKH�VDPSOHV�LQFOXGHV�ERWK�06$V

ZLWK�QR�GH�QRYR�HQWU\�DQG�HLWKHU�06$V�ZLWK�RQO\�IHGHUDO�FKDUWHU�GH�QRYR�HQWU\��WDEOH���

RU�06$V�ZLWK�RQO\�VWDWH�FKDUWHU�GH�QRYR�HQWU\��WDEOH������'H�<RXQJ�DQG�+DVDQ�������

DWWULEXWH�WKH�GLIIHUHQFH�LQ�FKDUWHULQJ�SKLORVRSK\�EHWZHHQ�IHGHUDO�DQG�VWDWH�FKDUWHULQJ

ERGLHV�WR�WKH�VWDWHV¶�UHOLDQFH�RQ�WKH�FULWHULD�RI�FRQYHQLHQFH�DQG�QHHGV���6WDWH�UHJXODWRUV

ZHUH�FRQFHUQHG�QRW�RQO\�ZLWK�PDQDJHPHQW�FRPSHWHQFH�DQG�FDSLWDO�EXW�DOVR�ZLWK�ZKHWKHU

WKHUH�ZDV�D�QHHG�IRU�DQ�DGGLWLRQDO�EDQN�LQ�WKH�FRPPXQLW\���3RSXODWLRQ�SHU�EDQNLQJ�RIILFH

KDV�WUDGLWLRQDOO\�EHHQ�XVHG�DV�D�PHDVXUH�RI�WKLV�QHHG��KRZHYHU��LQ�WKH�VSHFLILFDWLRQ�IRU

QDWLRQDOO\�FKDUWHUHG�LQVWLWXWLRQV�LW�ZDV�PDUJLQDOO\�VLJQLILFDQW��LQ�WKH�VSHFLILFDWLRQ�IRU�QHZ

������������������������������ ������������������������������ ������������������������������ ������������������������������ ������������������������������ ����������������������
���'H<RXQJ�DQG�+DVDQ�������������
���7KHVH�DUH�WKH�WRWDOV�RI�DOO�QHZ�FKDUWHUV��ZKHUHDV�WKH�VDPSOH�XVHG�LQ�WKLV�VWXG\�H[FOXGHV�GH�QRYR
LQVWLWXWLRQV�WKDW�HQWHUHG�UXUDO�PDUNHWV�DQG�WKRVH�QRW�FRQVLGHUHG��³WUXH´�GH�QRYR�EDQNV�RU�WKULIWV�
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VWDWH�FKDUWHUV�LW�ZDV�QRW�VWDWLVWLFDOO\�VLJQLILFDQW���5DWKHU��LQFRPH�SHU�FDSLWD�SHU�EUDQFK�ZDV

D�VLJQLILFDQW�SRVLWLYH�GHWHUPLQDQW�RI�GH�QRYR�HQWU\�IRU�ERWK�QDWLRQDO�DQG�VWDWH�FKDUWHUHG

LQVWLWXWLRQV���+RZHYHU��WKH�PDJQLWXGH�RI�WKH�FRHIILFLHQW�LV�DOPRVW�WZLFH�DV�ODUJH�

GHSHQGLQJ�RQ�WKH�VSHFLILFDWLRQ�RI�WKH�PRGHO��IRU�VWDWH�FKDUWHUHG�DV�IRU�IHGHUDOO\�FKDUWHUHG

HQWUDQWV���7KLV�UHVXOW�OHQGV�VRPH�VXSSRUW�WR�WKH�YLHZ�WKDW�WKHUH�FRQWLQXHV�WR�EH�D

GLIIHUHQFH�LQ�FKDUWHULQJ�VWDQGDUGV�EHWZHHQ�IHGHUDO�DQG�VWDWH�UHJXODWRUV�

,Q�WHUPV�RI�RWKHU�YDULDEOHV�WHVWHG��EUDQFKLQJ�UHVWULFWLRQV�ZHUH�D�GHWHUUHQW�WR�GH

QRYR�HQWU\�IRU�ERWK�QDWLRQDO�DQG�VWDWH�FKDUWHUHG�ILQDQFLDO�LQVWLWXWLRQV���6LPLODUO\��RXU

SUR[\�IRU�UHQWDO�FRVWV��323*52:��ZDV�VLJQLILFDQW�DQG�QHJDWLYH�IRU�ERWK�PRGHOV�DQG

DFURVV�DOO�WKUHH�VSHFLILFDWLRQV���7KH�YDULDEOH�IRU�ODJJHG�UHWXUQ�RQ�DVVHWV��52$21(��ZDV

LQVLJQLILFDQW�LQ�DOO�VSHFLILFDWLRQV�UHJDUGOHVV�RI�WKH�FKDUWHU�W\SH���7KH�PDUNHW�FRQFHQWUDWLRQ

�646+$5(��ZDV�D�VLJQLILFDQW�GHWHUUHQW�WR�GH�QRYR�HQWU\�IRU�QDWLRQDO�DQG�VWDWH�FKDUWHUHG

LQVWLWXWLRQV�LQ�VSHFLILFDWLRQ��D��DQG�IRU�VWDWH�FKDUWHUHG�HQWUDQWV�LQ�VSHFLILFDWLRQ��F��

,Q�WHUPV�RI�WKH�HIIHFW�RI�PHUJHU�DFWLYLW\�RQ�GH�QRYR�HQWU\��LQ�QRQH�RI�WKH

VSHFLILFDWLRQV�WHVWHG�GLG�ZH�ILQG�WKDW�PHUJHUV�RU�FRQVROLGDWLRQV�HQFRXUDJH�HQWU\���7KH

RQO\�PDUNHG�GLIIHUHQFH�EHWZHHQ�WKH�WZR�JURXSV��IHGHUDO�EDQNV�DQG�WKULIWV�DQG�VWDWH�

FKDUWHUHG�EDQNV�DQG�WKULIWV��RFFXUUHG�LQ�VSHFLILFDWLRQ��D����8VLQJ�YDULDEOHV�WR�UHIOHFW�WKH

QXPEHU�RI�DFTXLVLWLRQV�DQG�FRQVROLGDWLRQV��ZH�IRXQG�WKDW�ERWK�LQ�PDUNHW�DQG�RXW�RI�

PDUNHW�DFTXLVLWLRQV�KDG�D�VLJQLILFDQW�GHWHUUHQW�HIIHFW�RQ�HQWU\�E\�IHGHUDOO\�FKDUWHUHG

LQVWLWXWLRQV��ZKHUHDV�IRU�VWDWH�FKDUWHUHG�HQWUDQWV��FRQVROLGDWLRQ�DQG�PHUJHU�DFWLYLW\�ZDV

QRW�D�VLJQLILFDQW�GHWHUPLQDQW�RI�HQWU\���7KH�H[LVWHQFH�RI�PHUJHU�DQG�FRQVROLGDWLRQ�DFWLYLW\

�VSHFLILFDWLRQ��F���VKRZHG�D�QHJDWLYH�RU�LQVLJQLILFDQW�UHODWLRQVKLS�WR�GH�QRYR�HQWU\�IRU

ERWK�IHGHUDO�DQG�VWDWH�FKDUWHUHG�LQVWLWXWLRQV�
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UHVSHFWLYHO\��XVLQJ�D�WZR�WDLOHG�WHVW�



��

&RQFOXVLRQ

7KLV�VWXG\�LGHQWLILHV�VRPH�RI�WKH�GHWHUPLQDQWV�RI�GH�QRYR�HQWU\�LQWR�EDQNLQJ

PDUNHWV�E\�H[DPLQLQJ�GDWD�RQ�PRVW�RI�WKH�QDWLRQ¶V�XUEDQ�EDQNLQJ�PDUNHWV�DQG

GLIIHUHQWLDWLQJ�EHWZHHQ�WKRVH�WKDW�KDG�WUXH�GH�QRYR�HQWU\�DQG�WKRVH�WKDW�GLG�QRW���'DWD�IRU

WKH�WKUHH�\HDUV�IURP������WKURXJK������ZHUH�H[DPLQHG�DQG��IRU�WKH�ILUVW�WLPH��EDQNV�DQG

WKULIWV�ZHUH�YLHZHG�DV�IXOO�FRPSHWLWRUV���7KH�SULQFLSDO�K\SRWKHVLV�WHVWHG�ZDV�RQH

IUHTXHQWO\�PHQWLRQHG�LQ�WKH�SRSXODU�SUHVV��QDPHO\��WKDW�PHUJHU�DFWLYLW\��DQG�LQ�SDUWLFXODU

RXW�RI�PDUNHW�DFTXLVLWLRQV��WULJJHUV�GH�QRYR�HQWU\�

(FRQRPLF�WKHRU\�VXJJHVWV�WKDW�WKH�SULPDU\�LPSHWXV�IRU�GH�QRYR�HQWU\�VKRXOG�EH

H[SHFWHG�IXWXUH�SURILWDELOLW\�RI�WKH�HQWUDQW���7KH�UHVXOWV�RI�WKLV�VWXG\�LQGLFDWH�WKDW�WKH

GHVLUHG�PHDVXUH�RI�H[SHFWHG�IXWXUH�SURILWDELOLW\�IRU�D�GH�QRYR�LQVWLWXWLRQ�LV�ZKHWKHU�D

PDUNHW�LV�EHLQJ�DGHTXDWHO\�VHUYHG��DV�RSSRVHG�WR�ZKDW�WKH�REVHUYHG�SDVW�SURILWDELOLW\�RI

H[LVWLQJ�PDUNHW�SDUWLFLSDQWV�ZDV����7KH�SUR[\�YDULDEOHV�IRU�H[SHFWHG�IXWXUH�SURILWDELOLW\

DUH�LQFRPH�SHU�FDSLWD�SHU�EUDQFK�DQG�SRSXODWLRQ�SHU�EUDQFK��WKH�ODWWHU�EHLQJ�D�WUDGLWLRQDO

PHDVXUH�RI�ZKHWKHU�D�PDUNHW�LV�RYHU��RU�XQGHU�EDQNHG����2I�LQWHUHVW�LV�WKH�IDFW�WKDW�WKH

LQFRPH�SHU�FDSLWD�SHU�EUDQFK�YDULDEOH��D�YDULDEOH�WKDW�ZDV�QRW�XVHG�LQ�SULRU�VWXGLHV��ZDV

VLJQLILFDQW�LQ�DOO�VSHFLILFDWLRQV�RI�WKH�PRGHO�WHVWHG���7KLV�FRQWUDVWV�ZLWK�WKH�SRSXODWLRQ

SHU�EUDQFK�YDULDEOH��ZKLFK�ZDV�VLJQLILFDQW�LQ�RQH�VSHFLILFDWLRQ��PDUJLQDOO\�VLJQLILFDQW�LQ

DQRWKHU��DQG�LQVLJQLILFDQW�LQ�D�WKLUG��WKLV�ILQGLQJ�LV�VRPHZKDW�FRQVLVWHQW�ZLWK�WKRVH�RI

+DQZHFN��������DQG�*LOEHUW���������ZKR�IRXQG�WKLV�YDULDEOH�QRW�WR�EH�VLJQLILFDQW���7KH

UHVXOWV�RQ�EUDQFKLQJ�UHVWULFWLRQV�VXJJHVW�D�VWURQJHU�LQYHUVH�UHODWLRQVKLS�EHWZHHQ�WKHVH

OHJDO�FRQVWUDLQWV�DQG�GH�QRYR�HQWU\�WKDQ�ZDV�IRXQG�LQ�HDUOLHU�VWXGLHV�

7KH�UHVXOWV�SUHVHQWHG�DERYH�OHDG�XV�WR�UHMHFW�WKH�K\SRWKHVLV�WKDW�PHUJHU�DFWLYLW\

FDXVHV�GH�QRYR�HQWU\���$QDO\VLV�RI�UHFHQW�GDWD�VKRZV�D�FOHDU�LQYHUVH�UHODWLRQVKLS�EHWZHHQ
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PHUJHU�DFWLYLW\�DPRQJ�PDUNHW�SDUWLFLSDQWV�DQG�GH�QRYR�HQWU\���0RUHRYHU��WKH�H[LVWHQFH�RI

DFTXLVLWLRQV�E\�ILUPV�IURP�RXWVLGH�WKH�PDUNHW�ZDV�VLJQLILFDQWO\�UHODWHG�WR�GH�QRYR�HQWU\�

DQG�WKH�YROXPH�RI�VXFK�DFWLYLW\�ZDV�DOVR�LQYHUVHO\�UHODWHG�WR�WKH�GH�QRYR�HQWU\�DFWLYLW\�RI

IHGHUDOO\�FKDUWHUHG�EDQNV�DQG�WKULIWV����7KH�OHYHO�RI�LQ�PDUNHW�PHUJHU�DFWLYLW\��WRR��KDV�D

QHJDWLYH�FRUUHODWLRQ�WR�GH�QRYR�HQWU\�E\�QDWLRQDOO\�FKDUWHUHG�LQVWLWXWLRQV����+HQFH��QRW

RQO\�FDQ�RQH�UHMHFW�WKH�K\SRWKHVLV�WKDW�PHUJHU�DFWLYLW\�FDXVHV�GH�QRYR�HQWU\��EXW�RQH�FDQ

FRQFOXGH�MXVW�WKH�RSSRVLWH��QDPHO\��WKDW�PHUJHU�DFWLYLW\�GLVFRXUDJHV�GH�QRYR�HQWU\���7KH

FOHDU�GHWHUPLQDQW�RI�GH�QRYR�HQWU\�LV�WKH�DWWUDFWLYHQHVV�RI�D�PDUNHW�LQ�WHUPV�RI�OLNHO\

IXWXUH�SURILWDELOLW\�IRU�WKH�HQWUDQW���7KXV��FHWHULV�SDULEXV��LQFUHDVLQJ�PHUJHU�DQG

DFTXLVLWLRQ�DFWLYLW\�OLNHO\�UHGXFHV�WKH�RSSRUWXQLWLHV�IRU�WKH�UHTXLUHG�OHYHO�RI�SURILWV

QHHGHG�WR�HQFRXUDJH�GH�QRYR�HQWU\�����:KLOH�WKHUH�LV�VRPH�HYLGHQFH�WKDW�WKH�&RPSWUROOHU

RI�WKH�&XUUHQF\�SODFHV�OHVV�HPSKDVLV�RQ�WKH�FRQYHQLHQFH�DQG�QHHGV�RI�D�FRPPXQLW\�LQ

JUDQWLQJ�D�FKDUWHU��WKLV�GRHV�QRW�OHDG�WR�D�FKDQJH�LQ�WKH�EHKDYLRU�RI�SURVSHFWLYH�HQWUDQWV�LQ

UHVSRQVH�WR�SULRU�PHUJHU�DQG�FRQVROLGDWLRQ�DFWLYLW\�

������������������������������ ����������������������������
���:H�UHFRJQL]H�WKDW�WKH�DWWUDFWLYHQHVV�RI�D�PDUNHW�DOVR�HQFRXUDJHV�PHUJHU�DFWLYLW\���+HQFH��RQH�REVHUYHV
PDUNHWV�LQ�ZKLFK�ERWK�HQWU\�E\�PHUJHU�DQG�GH�QRYR�HQWU\�RFFXU���1HYHUWKHOHVV��LI�RQH�WDNHV�LQWR�DFFRXQW�WKH
DWWUDFWLYHQHVV�RI�D�PDUNHW��FHWHULV�SDULEXV�PHUJHU�DFWLYLW\�ZLOO�GLVFRXUDJH�GH�QRYR�HQWU\�
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$PHO��'HDQ�)���DQG�-��1HOOLH�/LDQJ����������'HWHUPLQDQWV�RI�(QWU\�DQG�3URILWV�LQ�/RFDO
%DQNLQJ�0DUNHWV���5HYLHZ�RI�,QGXVWULDO�2UJDQL]DWLRQ�����QR������±���

'H<RXQJ��5REHUW��/DZUHQFH�*��*ROGEHUJ��DQG�/DZUHQFH�-��:KLWH����������<RXWK�
$GROHVFHQFH��DQG�0DWXULW\�RI�%DQNV���&UHGLW�$YDLODELOLW\�WR�6PDOO�%XVLQHVV�LQ�DQ
(UD�RI�%DQNLQJ�&RQVROLGDWLRQV���-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH��IRUWKFRPLQJ��

'H<RXQJ��5REHUW��DQG�,IWHNKDU�+DVDQ����������7KH�3HUIRUPDQFH�RI�'H�1RYR�&RPPHUFLDO
%DQNV���(FRQRPLFV�:RUNLQJ�3DSHU��������2IILFH�RI�WKH�&RPSWUROOHU�RI�WKH
&XUUHQF\�

BBBBBBB����������7KH�3HUIRUPDQFH�RI�'H�1RYR�&RPPHUFLDO�%DQNV��$�3URILW�(IILFLHQF\
$SSURDFK���-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH�������±���

*LOEHUW��*DU\�*����������3UHGLFWLQJ�'H�1RYR�([SDQVLRQ�LQ�%DQN�0HUJHU�&DVHV���7KH
-RXUQDO�RI�)LQDQFH�����QR�������±���

*LOODQ��&DUH\���������,QYHVWRU���%DQNV�$UH�'LVDSSHDULQJ�%XW�1RW�6WDUW�XS�2SSRUWXQLWLHV�
$PHULFDQ�%DQNHU�����1RYHPEHU�

*ROGEHUJ��/DZUHQFH�*���DQG�/DZUHQFH�-��:KLWH����������'H�1RYR�%DQNV�DQG�/HQGLQJ�WR
6PDOO�%XVLQHVV��$Q�(PSLULFDO�$QDO\VLV���:RUNLQJ�3DSHU�6HULHV�6��������1HZ
<RUN�8QLYHUVLW\�6DORPRQ�&HQWHU��/HRQDUG�1��6WHUQ�6FKRRO�RI�%XVLQHVV�

+DQZHFN��*HUDOG����������%DQN�(QWU\�LQWR�/RFDO�0DUNHWV��$Q�(PSLULFDO�$VVHVVPHQW�RI
WKH�'HJUHH�RI�3RWHQWLDO�&RPSHWLWLRQ�YLD�1HZ�%DQN�)RUPDWLRQ���,Q�3URFHHGLQJV�RI
D�&RQIHUHQFH�RQ�%DQN�6WUXFWXUH�DQG�&RPSHWLWLRQ�����±�����)HGHUDO�5HVHUYH�%DQN
RI�&KLFDJR�

+XQWHU��:LOOLDP�&���DQG�$UXQD�6ULQLYDVDQ����������'HWHUPLQDQWV�RI�'H�1RYR�%DQN
3HUIRUPDQFH���)HGHUDO�5HVHUYH�EDQN�RI�$WODQWD�(FRQRPLF�5HYLHZ�����QR������±���

+XQWHU��:LOOLDP�&���-DPHV�$��9HUEUXJJH��DQG�'DYLG�$��:KLGEHH����������5LVN�7DNLQJ
DQG�)DLOXUH�LQ�'H�1RYR�6DYLQJV�DQG�/RDQV�LQ�WKH�����V���-RXUQDO�RI�)LQDQFLDO
6HUYLFHV�5HVHDUFK�����QR�������±���

/LQGOH\��-DPHV�7���-DPHV�$��9HUEUXJJH��-DPHV�(��0F1XOW\��DQG�%HQWRQ�(��*XS��������
,QYHVWPHQW�3ROLF\��)LQDQFLQJ�3ROLF\��DQG�3HUIRUPDQFH�&KDUDFWHULVWLFV�RI�'H
1RYR�6DYLQJV�DQG�/RDQ�$VVRFLDWLRQV���-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH�����QR�
�����±���

0F&DOO��$ODQ�6���DQG�0DQIHUG�3HWHUVRQ����������7KH�,PSDFW�RI�'H�1RYR�&RPPHUFLDO
%DQN�(QWU\���7KH�-RXUQDO�RI�)LQDQFH�����QR��������±�����

0XUUD\��0DWW����������%DQN�ZLWK�D�*LDQW��RU�%DQN�ZLWK�0HUWRQ�&RUQ���7KH�:DOO�6WUHHW
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-RXUQDO������$XJXVW�

3HOW]PDQ��6DP����������%DQN�(QWU\�5HJXODWLRQ��,WV�,PSDFW�DQG�3XUSRVHV���7KH�1DWLRQDO
%DQNLQJ�5HYLHZ��'HFHPEHU�����±���

5RVH��-RKQ�7����������7KH�$WWUDFWLYHQHVV�RI�%DQNLQJ�0DUNHWV�IRU�'H�1RYR�(QWU\��7KH
(YLGHQFH�IURP�7H[DV���-RXUQDO�RI�%DQN�5HVHDUFK����QR�������±���

5RVH��-RKQ�7���DQG�'RQDOG�7��6DYDJH����������%DQN�+ROGLQJ�&RPSDQ\�'H�1RYR�(QWU\�
%DQN�3HUIRUPDQFH��DQG�+ROGLQJ�&RPSDQ\�6L]H���4XDUWHUO\�5HYLHZ�RI�(FRQRPLFV
DQG�%XVLQHVV�����QR������±���

:KLWH��(�1����������7KH�&RPSWUROOHU�DQG�WKH�7UDQVIRUPDWLRQ�RI�$PHULFDQ�%DQNLQJ�
����±�������2IILFH�RI�WKH�&RPSWUROOHU�RI�WKH�&XUUHQF\�

=HOOQHU��:HQG\����������/LWWOH�%DQNV�$UH�6SURXWLQJ�LQ�WKH�6KDGRZ�RI�*LDQWV���%XVLQHVV
:HHN����0D\�����


